:+ .Contaét Perspm; |

', "icentification Number: _

3 “Contact Number:

Employer Identlf mtlon Numb r_ AR

) DearAppllcant. . -;§j L

: i’ We have consndered your appll‘ tio lfoq reeognmon of exemphonfrom federal mcometax
g ( e Codeas an orgamz.anoh described.in sectlon CT

pr
such benefi ts are. Intend‘ed to comply wrth the. pmv-s:ons Qf the Employee :Retirement lncome :
Security: Act of 1974 (ERISA) as: amendedi applkable. to employee welfare benefit plans, and

» provisionsiof the: Internal Reveque Code.of 1986, as amended, Further,the . .
' : togelher with the Plan, shall.constitute “v"!unfary

dxstnbuhons to be- made fmm the Trust Fund
. of the Plan to.distribute- at ‘the dnrechon of the
Plan, to.each Participant any insurance pollcy on the Participant’s life held by the Plan as of the -

date of termination together with the Parhclpant’s pro rata share of any other Plan assets based -

. on the Considered Compensahon of all Parﬁqpants for the Plan Year lmmedlately prior to the
. : i Plan Year in which the termination occurs.” i

o Amc!e Ill, Sec. 3.1 of the Trust Agreement states that the Plan Admumstrator shall be

s charged with the general administration;of the Plan. ‘This: includes the exclusive responsublhty
: for. determining.the costs' of the welfare’ beneﬁts provided. under the Planand.the method by
whlch such oosts shall be funded Further “lhe Plan Adrmmstratcr shail have the exdusnve
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,uncludnng the, ,owmg ' (b) Upon fult.termination | o
IPlan Administrator- pursuantto Section 8.5 of the .




authonty te dlrect the: Trustee thh res'pect '71 i) all dlsbursements from the Tmst Fund and (u)
" ithe mvestment of such portnon of. the Tm st Fupd as it shall speezfy in wntmg to the Trustee.”

) Artlcle Vlll Sec 8 3 provrdes in. part, that “The Employer may termmate this Trust
Agreement by: executmg and delivering to the Admmlstrator and the Trustee a.notice of
termination which spec:ﬁes the date onr whloh ithe Trust Agreement shall terminate.’
Remamlng assets of the Frust Fund shall be applied by the Trustee as dlrecled by the .
Admrmstnator pursuant to Secuon 8 5 of the Plan ‘ :

: N ' : '

\;'lldesiI in part that'. “In:no event shall the pnnenpal or lnoome ofthe

rust: ert to the- Emplayer or be. used for any purpose - other than the

o excluswe' benefi t of the artlcrpants or: Beneﬁcaanes and thie reasonable expenses of -
;'adnumsfenng the Plariand. Trist. ‘Howk n‘ the: Commissioner of Intemal Revenue...

;-dete‘rmines_-the Trust...isnota. qualiﬁ oluntary Employees Beheficiary- Assocxatlon

- wntten netice from the Employer wilk retp ! tl}e Employer’s contnbutlons to the Employer

establlshes this Plan
), as Plan Admmrstrator The Plan is executed

,Artrcle lof the Plan entitied L&f_‘m_g q!leﬁnes in. Sec 1.1, the term “Active Employee to

j mean the penod or. penods of active employment with the: Employer. dunng which period or .
; -p_erlods an Employee shall be'credited with one year of Actrve Service for each Plan-Year diiring

" the. Employee has not. completed more' thang)o hours of employment dunng the Plan Year. In.
L 'sueh Instance, years of Aclrve Service pnor the break: shall not agaln be taken into amount
; for any reason . l .

5 4 otal‘of all compensation; from the Employer' moludmg wages salary, and any other benefit.of
o j{:monetary| value includable.in.the Partlcrpant’ gross incorne for federal income tax purposes for.
<. the Plan Year lmmedlal:ely preeedlng lhe PlarJ Year.in which the’ Parhc:pant‘s death occurs,

S ;whnch are oontrlbuted by the- Employer pursuantto - salary reduction agneement and-which are
- i'not lncluded inthe. gross income: of the Parthbant under Code seohons 125 402(a)(8), 402(h)
‘403(b) or 401(k). - _ , Do

Artlcle 1, Sec. 2. 1 posnts the Elrglbmty Requurements as. follows any- Employee shall-be
S ehglble to participate-in: the Plan nmmedlalely following the later of the date the Employee -
ii-.|:completes two (2)-years of Active Service and| attains age twenty-one (21). Also, Employees -
- ,who are included in a. unit of Employees: ooqered by a collective bargalmng agreement between
{.the. Employees representatrve iand the. Em er $hall be excluded if benefits of the type
B ( prowded by the Plan were the sub;ect of d faith bargaining between the Employees’

’ '.descnbed ih Code: Sechon 501(c)9) exemptlfirom Federal income tax,. then... the Trustee, upon -

-1 which the-employee is entitied to be- credrted with.1,000.or more hoirs:of employment. Sec. 1 3
deﬁnee the term “Break in-Service® to mean aone-year break'in Active Service occurring. only if -

Sec 1.5 deﬁneetheterm ‘Consldered Compensaﬁon to mean asto each partlc:pant the e

‘which v was paid as: consideration in oonn 2 with the Participant’s services; including amounts:




: represenfatlve and the Employer and*th Agreement does not requlre the Employer to mclude
- Istich Employees in:this, Plan S g. .; ; ‘

. ’ . .

Artlcle lit,;Sec. 3 1 entltled gath Beneﬁ provrdes that;f a Partrapant dies while in the .
" active employ of the, Employer, ‘the Partucapant‘s Beneﬁcrary shalt be éntitled fo receive a death’
. benefit equal to the lesser of the amount of | msuranoe in force insuring thé life of the Participant”
.at the date of death or the Plan: Mulhple multiplled by the Partlcxpant’s Considered -
" Comperisation: The Plan Multiple shall be- 12 5. However, Sec, 3.2 provides that the minimum ;-
benefit provnded by the Plan shall be $50 000 notwrthstandmg the mlculatlon from- Sec 3.1. )

Arl:cle IV; Sec. 4; 1 prowdes in part that the Employer shall oonmmte and pay over to the P
_ l‘rustee, to be held and. admrmstered in. the Trust Fund, the amounts. necessary tp.cover the . '
qualrﬂed icost of the beneﬁts tobe provxded hy the Plan. The minimum- contribution, presonbed
. by theactuary | ishall assume such interest, mortalrty. tumover and other rates as the actuary -
" - shall from time to tirhe determme to be reasonable Sec 3'-.states that no oont:lbutrons by ._i S

Paruapants shallberequired ' ;: ::,[ DR

5 } e Artlde Vlll Sec. 8 1 provndes thatthe Employer shall ‘have the sole nght to amend the C
""Plan Dooumentwrth the consent: of the Plan llidmmlstrator and the Frustee. Sec. 8. 3;entitled -.:;0 -
Ll itations on Right to:Amend, prowdes +that.no amendment: shall: (a) have.the effect of vesting,-
in the Employer: any interest ini the assets of the Trust-Fund; or.(b) cause or'‘permit any assets of;- <
the Trust Fund (other:t than the;part which 1swequrred to.pay taxes and administrative expenses)
tobé:- drverted to any purpose other than the. éxdusrve benefit of the present or future. . - -
Participants. and their, Benef‘ ciaries through:the provnsron of beneﬂts of the type specrﬂed ln Sec.
34 of thls Plan Document SRR r , , ,

' Sec 8.4, states that the Employer may spend or, drscontinue |ts Contnbuhons under the .'
Plan ‘and to terminate. at any time, this-Plan’ and the Trust; cr:eated under this Plan; Sec.8.5."
provldes that if the: Plan is. temnnated pursuaht to' Sec 84 the: Plan ‘Administrator shall, lnstruct
the Tmstee fo drstnbute to each Particlpant ahy insurance pollcy on fhe Harticipant's, liié i heid by

i: Plan; assels based on the Constdered Compensahon of all'Participants for the Plan Year-
4 ‘llmmedlately prior to the! Plan Year in wbloh lthe termination! occurs.: ‘All terms and oondrtrons of
'such dlstnbutlons shall be admrnrstered on a unrform and nond:sorlmmatory basis. . -

s Sec 8.6 provrdes that, “Nl Contnbuhons under, and all assets and eamings. of the Tmst
.Fund are solely and ln'evoaably dédicated.to the payment of (i) benefits-of the kind and type .- -

‘deséribed in this Plan Document for the benefit of the Participants and thexr Beneﬁdanes and (u)

_the reasonable expenses of. admsmstenng the Plan and. Trust.' ' . ,

R ln response to Part 1, of Form' 1024 exemptnon apphcatlon you state that the Trustts a
smgle ‘employer and welfare trust which prowdes a “death benefit-only” to: ellglbleemployees of .
the emptoyer All oontnbubons and expenses are pald by the employer o

 lir a letter dated —fmm your authorized representative, you-have N
nnformed us that the Plan has; only two Partl ipants -— PresldentIOwner ofthe . :. -
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the Plan as of the date of termination. together with the Partlcapant's pro:rata share of any other B




Sy sponsonng emponer and htswrfe. ' Secretary For—, you pay-out .
- ) per.annum for a life msurance.poh with a face amount of SR Forh
orfalpolicy with:a faoe amount of $

':"I-, you pay out bper annurm,

d|
‘A nanc!al statementfor your taxab :year ending _. shows, under. o
| “other assets”, on fine; 10, an amount of § which, in the-letter of s
sidentified.as the cash surrender vaiues of the above lrfe msuranoe pohcles For Ul

pollcy, the cash surrender value is m ' _
o ', ) Secuon 501 (c)(é) of'the Code desonba a voluntary employees beneficiary assocrahon
K .; ("VEBA"). provldmg for the payment of fife, sncqr accident or ather benefits to its members or their ;
1 4 idépendents of: desrgnated beneficiaries, and 0 which ng; pact of its, net eamings inures (other “
than through such payments) fo the beneﬁt of any pnvate shareholder of-individual. ;

SectJon 1 501 (c)(9)-2(a)(n) of the Income Tax Regulat:ons identifies certam generally

permtssnble restrictions on:eligibifity- for beneﬁts Under subsection (F) of that.section, a VEBA
rnay provide life: benet‘ts in amounts. that re a uniform percentage of compensatron reoelved by
the mdeuai whose hfe is covered j‘ P i', d P . AU

Sectlon 1 501, (c)(9)-3(d) ofthe regulattons provrdes that the term other benefils™ mctudes ;.'.?
only: benefits that are similar to a'life, sick, or'accident benefit: A benef t is similar to such -

;_member’s dependents or(2) it protects: agamst a contmgency that lnterrupts or lmpatrs a . N -
member’seammg power , c BRI AN

f I
states that the term other beneﬁts" does not mctude any beneﬁt that is srmtlar foa pensxon or ..
annurty payable at: the trme of mandatory or voluntary retxrement '

B Sectro- 1 ’t‘nfﬂ\”‘\— 1a) of: tt'e regu:atxons prowdes that no part of the net eamings of a.

i VEBA may inuré to. the beneﬁt of any. sharebolder or individual other than. through the’ payment

.+ of permitted: types of life, :sick, accident, or other benefits. Wbetherprohlbrted inurement has - .
Loccurred is a questlon to be determmed wnth regard to all the facis and csrcumstanoes of a

, partncularmse _ ‘ S o .
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o E*i The term net eamrngs is gnven a broad mterpretatron sub;ectrng all of the assets of an
S organrzatron to the murement prohlbrhon See, Knoltwoed Memoiial Gardens v. Commissioner,
" 46 TiC.764 (1969), a gp_gl dismissed nollerpros.  Section 1.501(a)-1(c) of the regulations
- . -provides: that the “words ‘private shareholder or individual’ in section 501 refers to persons.
“having a;private interest in:the activities. of the organizatton Clearly, an individual related to a:
"IVEBA@s a member-beneﬁc!ary and owner.of the contributing employer has a personal mterest
;' ‘in the VEBA’s actmtxes and is subjeot to the sectnon 501(c)(9) tnurermnt proscnptxon .

LA VEBA funohons pnmanly asa cooperatxve device for poohng funds and drstnbutmg nsks
- over-and benefits to a.defined :group of: employeee sharing.an employment-related cormmon .
bond Thus whnle an organmtron may prov:de permnssuble beneﬁts to promote the common |
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perrmss:ble beneﬁts if-(1) it is intended to safeguard or improve the health of a member or a - . oA




501(c)(9l) the murement proscnptlon precludes the' tax exemption of an otganization
! ')redomrnantly operated to:promote the nntere@ts of an individual ot individuals standing in .
. ‘f relatxon to the orgamzatxon as an investor for pnvate gain.’ See Rev: Rul: -81-84,1981-1 C B
11330, and Church of the. Tmnsf‘ ring § l i . nc A Commrssloner 76 T C. 1'(1981). ;

P
}

The business oorporatlon whrch fully funds the Trust and Plan herern is:100% owned by"
while; \EMENENED does not serve as either the Trustee.or Plan Administrator,
vertheless, he is able to'éxert control over. rts operatlons because he controls the purse -
ings; the VEBA herein is fully dependent upon fundmg from the corporation whrch he controls
nd he can terminate the Trust at any hme See Asticle VHI, Sec 8.4 of the Plari Document. .
S rther, and his wife are the only: benef iciaries of the-wholg life.insurance

- ’JOIICIeS taken out by the Plan.: A’ llmlted&'membershlp in oombmanon with the allowtlon ofall .~
: h the ownet: of the funding employer, and his wife indicates that you, -
-are -o anized and operated for the beneﬁt*of the: and not for any emiployée group. The
! Plart aocumulates funds' solely forthebeneﬁt Pf the WD Furthermore; because the -
o undérlying Trust is: Subject to termination atme discretion of’
- ndistibution of Trust assets 1o his, wife and himself. In this manner, the Trust functions :
o substantrally as an mvestment fund for the: du'ect and private benefit of the owner and his wife.
1 iThéeiaccumulation of investment funds for the| iprivate benefit of the W ces not fall wrthm
.. the ambit of permissible: ‘benefits as descnbed in section 1.501(cX(9)-3(d) and.(e) of the - |
-regulations. Under these cmcumstanoes the Trust is organized and operated fo promote the

~g;;1501(c)(9y4(a) 5 g !

. Based:on 'oontrol over Trust termination, such distributions would be payable.by

T Hat termination distribtitions originat
i1 i of the [l indicatés that such distrit
; By arrangement of deferred oompensatl

oqs are. srmllar to those prowded under a plan or-

Based on the foregoung, we rule that you do not qualcfy for exemptlon as an organization .-

desonbed in sectron 501(c)(9) of the Code !?l"herefore you must ﬁle federal income tax retums

e You have the nghtlto protest thls rullng rf you believe. It is mooneot. To protest, you- should
. |.! submit-a:statement of your views to this office, with a full explanation of your reasoning. This '

. i staternent, signed by orie of: youroﬁ' icers, must be submitted within 30 days from the date of thlS

T Liletter.. -You also have a nght toa conferenoe in this office after your statement is submitted.

"You miust request the tonference, if you wang one, when you file your protest statement. If you-

. proper. power of attomey ‘and otherwrse qualrly under our Conferenoe and Practices
A Requrrements . .
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i I welfare of an assocratlon of employees |n a manner con5|stent with the requu‘ements of sectlon

L ln addmon, asset drstnbutrons to. the _upon the Trust's termination would also o
" constitufe nonquallfymg ‘deforred: compensauon under section 1 501(c)(9)-3(f) of the regulations.’

3 reasori 6f the passage:of; tirne and not’ at result.of an undriticipated event. Further, the fact . -~ ..
a Trust organized. and ofierated.solely i, the behe‘l' t

'he is able to direct the

onvate interests of the: owner’s famrly and thus violates the lnurement proscrlptlon Under sectlon )

e -are to be represented by someone who:is niot one of your officers, that person will need to file a R




lf we do not hear from you withiri 30 days, thls ruling wm become ﬁnal -and a copy will be
; fowvarded to: thie Ohio; Tax Exempt and Govemment Entifies (TE/GE) office. Thereafter, any

o 877«829—5500 (atoll free number) or sendlng comespondence to:. Internal Revenue' Service,
i TE/GE- customer Servxoe, P.O. Box'2508, c:dcannan OH45201.

+ “thatithe deductibility of employer contributions to you:is determined solely with referencé to -
- sactions 462, 419, andi419A of the Code. ‘frof this purpose, thie exémpt status (or lack thereof)
' LLiof atrustito which such contributions are-made is imelevant. ;bUnder these Code sections, the
S ;3"‘" emp]oyer’s allowable deduction i$ generally| ligriited to-the. plan s qualified.cost. The qualified
© - cost mcludes only, the cost of pure-insurance protectlon ‘as reduced by any.eamnings on.the life
Instirance policies used .and not the premnums actually eharged which may-include investment

B When sendmg additxonal letters to us wrih respectto tms mse you vwn expedite thelr
i receupt by using: thefollowmg address:; - | i

:lntemalRevenueSemee . o :
TE/GE (FEO:RATA4) 1. . b

1111 Constitution Ave; N w.:
Washmgton, D. C 20224 '

l

|

i e S o
i S .

|

I

I li .are shown in the headlng of this letter. . - 1|

) , s;ii .+ . iSincerely, .
i vas&

. Gerald V. Sack
" :Manager, Exempt Organizations
Technical Group 4

1 questions abouf'your féderal income tax status should be difected to that office,-either by czlhné ‘ o

Ahhough not dnrect!y relevant fo the de,tennmatlon of your exempt status, you should know' C

eatures. See Robert D Booth and Jamee Booth etal v. Commissu)ner 108 T.C.524 (4 997) .

If you have any questions please contact the pexson whose name and teléphone number o

o ) . . R Do . -, et e
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